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Foreword 



This is the fourth volume published by the National Educa- 
tional Finance Project which began operating in June 1968. 
Following is a list of the volumes already published or in press 
by June 1, 1971. 



Volume 1 
Volume 2 

Volume 3 
Volume 4 

Volume 5 



Dimensions of Educational Need 

Economic Factors Affecting the Financing of 

Education 

Planning to Finance Education 

Status and Impact of Educational Finance 

Programs 

Alternative Programs for the Financing of 
Education 



Volume 4 presents some very valuable information on the 
status of educational financing in the United States in 1968-69 
and the impact of both state and federal school finance programs 
on the equalization of educational opportunity. The information 
produced for 1968-69 should provide a valuable bench mark 
from which progress in school financing in subsequent years can 
be measured. Furthermore, this volume provides many valuable 
suggestions for improving the equity of both state and federal 
school finance programs. These suggestions are based on empiri- 
cal research as contrasted with opinion. 

The research findings reported in Volume 4 should be of great 
value to congressmen, state legislators, state and local school 
board members and educational leaders in evaluating present 
school finance policies and formulating plans for their improve- 
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ment. The attempt was made to report the findings of these re- 
searchers in such form that they could be read and interpreted 
by persons unfamiliar with statistical technology. When statis- 
tical techniques are used to interpret data, an explanation of 
those techniques is given. 

One of the tasks of the National Educational Finance Proj- 
ect was to determine the status and assess the impact of current 
state and federal school finance programs. This volume is di- 
rected toward that goal. The studies reported here are intended 
to establish a bench mark in school finance for the year 1968-69. 

The first six chapters of the book focus on methods, purposes 
and equalization of state school finance programs in all fifty 
states while the last four chapters are devoted primarily to de- 
scribing snd assessing the equalization impact of federal aid 
programs on elementary and secondary education. All state 
school finance programs, including small categorical grants, are 
classified, measured as to the extent of their equalization, and 
profiled to show the impact of local, state, and federal revenues 
on school districts with varying levels of fiscal ability. Included 
is a chapter comparing revenues available to urban, suburban, 
independent cities, and rural areas from local, state and federal 
sources. Another chapter analyzes the equalization qualities of 
local nonproperty taxes when used as a major revenue source for 
financing the schools. 

Studies dealing with the federal aid programs were largely 
concerned with the extent of the equalization effect of federal 
programs both among and within states. One chapter com- 
pares allocations of ten major federal aid programs to the per- 
sonal income of states as a measure of equalization. Studies re- 
ported in other chapters measured equalization of federal pro- 
grams among school districts and counties within states in terms 
of both pupil achievement test scores and personal income. 

The research reported in this volume involved the collection 
of enormous amounts of data from all 50 states. We wish to 
give special thanks to the 50 chief state school officers and their 
assistants for their cooperation and the great amount of time 
they contributed to assembling the data required for the Project. 
Acknowledgment should also be made of the invaluable services 
of the United States Office of Education not only for sponsoring 
an } financing this project but also for furnishing much valuable 
data to our research staff. Finally, special recognition should 



be given to Dewey Stollar for his services in assisting in the su- 
pervision of much of the reported research and to Gerald Board- 
man for his valuable assistance in statistical and computer appli- 
cations so important to the success of this Project. 

Roe L. Johns 
Kern Alexander 
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CHAPTER 1 



The Development of State Support 
for the Public Schools 

Ros L. Johns 

State support for the public schools has a long history. It 
probably began in the early part of the nineteenth century. Un- 
fortunately, authentic financial reports are not available from 
which the evolution of state support during the nineteenth cen- 
tury may be traced. However, by 1890 the states collectively 
provided $33,987,581 in financial aid for the public schools. 1 
This amounted to 23.8 percent of total school revenue in 1890. 2 
Undoubtedly, much of the state aid reported was derived from 
income from sixteenth section land grants from the federal gov- 
ernment which could be strictly interpreted as federal aid rather 
than state aid. In fact, Mort, in the study from which these 
data are quoted, referred to the revenue as “state and federal” 
revenue although the federal government did not make any 
direct appropriations for the public schools until the Smith- 
Hughes Bill was enacted into law in 1917. 

The sixteenth section land grants, provided in the Ordinance 
of 1787 and the action of Congress in 1802, continuing the 
policy of making land grants for public education in all states 
newly admitted to the Union, undoubtedly stimulated state sup- 
port. State agencies handled these land grants and distributed 
funds derived from the land grants. This set a precedent of pro- 

1 
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STATUS AND IMPACT OF FINANCE PROGRAMS 



viding funds for the public schools from the state level. Some 
of these land grants proved to be valuable and productive of in- 
come, and others worthless. The demand was made in some 
states during the nineteenth century that the state provide funds 
for the schools in the townships which had happened to receive 
worthless land grants. This wa3 probably the beginning of the 
concept of financial equalization for the purpose of equalizing 
educational opportunity. 

Although it was generally conceded that education was a 
state responsibility under the Tenth Amendment to the federal 
Constitution, most states during the nineteenth century exer- 
cised that responsibility, primarily by authorizing the levy of 
local school taxes for the support of the public schools. No inte- 
grated plans of school finance were developed during the nine- 
teenth century. No conceptual theory of school finance was de- 
veloped. Such state funds, as were distributed, were generally 
apportioned on a school census basis with little consideration 
being given to equalization of educational opportunity or the 
provision of at least a minimum program of education for all 
children. In the remainder of this chapter, primary attention 
will be given to the development of conceptual theories of state 
support, the development of state support since 1930 and the 
principal issues of state support. 3 

THE DEVELOPMENT OF THEORIES AND 
PRINCIPLES OF STATE SUPPORT 4 

All important social movements have had an intellectual 
leader or leaders. These men, who are almost always theorists, 
are sometimes considered impractical by the general public. 
However, it is the theorists who shape social policy and social 
organization more than any other group in society. Politicians 
and public officials usually base their policies on theoretical as- 
sumptions of some kind. Politicians such as Jefferson, Hamil- 
ton, and Madison, who were also theorists, have had a profound 
effect on governmental policy in the United States. 

The early theorists on state school finance were not politi- 
cians or holders of public office. All of them were university 
professors, but they have had a profound influence on political 
policy in the United States with respect to state school financing. 
These theorists dealt with some of the crucial values, issues, and 
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problems in American society. Therefore, what they had to 
say was of great interest to the public. Some of the values and 
issues involved in determining policies on state school financing 
follow: Is equalization of educational opportunity a function of 
a democratic government? What level of education should be 
guaranteed to everyone in order to promote the general welfare? 
To what extent should the states exercise control over the public 
schools? To what extent should “home rule” in school govern- 
ment be encouraged? Are nonproperty state taxes more equi- 
table than local property taxes? What percent of school revenue 
should be provided from state sources? 

The central stream of state school finance theory in the 
United States originated at Teachers College, Columbia Uni- 
versity, at the beginning of the twentieth century. The chief 
participants in this stream and their principal concepts are dis- 
cussed in the following sections. 

Ellwood P. Cubberley 

The development of the theory of state school support began 
with Cubberley, who was a student at Teachers College, Colum- 
bia University, near the beginning of the twentieth century. His 
famous monograph on School Funds and Their Apportionment , G 
a revision of his doctoral dissertation, was published in 1905. It 
is interesting to note that George D. Strayer, Sr., who is dis- 
cussed later, also received his doctor's degree at Teachers Coliege 
in 1905. These two were among the first professors of educa- 
tional administration. Strayer stayed at Teachers College, and 
Cubberley went to Stanford University. These two giants were 
largely responsible for developing the early literature of educa- 
tional administration. The conceptualizations of school finance 
developed by these two men, their students, and students of their 
students have dominated the thinking on educational finance 
during the twentieth century. 

Cubberley’s work was so fundamental in formulating the 
basic concepts of state school financing that several quotations 
from his original study published in 1905 are set forth below. 
He studied the historical development of education in the United 
States, the legal arrangements provided for public education, the 
effect of the Industrial Revolution on the distribution of wealth, 
and the inequalities of educational opportunity among the several 
districts of a state. He then formulated his concept of the 



